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Fourteenth Report of the Standing Committee on Public Accounts on the Agriculture Research Council, dated 07 June 2007:
The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Agriculture Research Council (ARC) for the year ended 31 March 2006 tabled in Parliament and refered to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General. However, the Committee raised serious concerns that needed urgent interaction with the Accounting Authority of the entity, and therefore reports as follows:

1. Non-compliance with accounting standards regarding property, plant and equipment

The audit report highlighted that the asset value of the ARC was not reviewed timeously in 
order to determine the correct values of disclosure in the financial statements in 
line with applicable accounting practises as prescribed by National Treasury. 


The Committee was informed that the above was caused by lack of capacity.


The Committee recommends that the Accounting Authority:

a) establish and review reasons for the high staff turnover,

b) develop and implement strategies to eliminate the problem in the entity as a whole; and 

c) ensures that an appropriate system for fixed asset management is designed.

2. Internal control weaknesses

The Committee noted that the ARC revealed significant deficiencies in internal controls regarding revenue recognition, separation of duties, inventory management and budget processes.


The Committee noted various other shortcomings due to the lack of staff capacity. 

These included the non-implementation of a supply chain management framework and deficiencies in the performance information.

The Committee recommends that the Accounting Authority ensures that:

a) controls are put in place to ensure that monies received, for ongoing projects are properly  recorded;

b) staff with appropriate skills are employed to maintain appropriate internal controls;

c) processes are put in place to ensure compliance with policies and procedures;

d) the ARC develop and implement an effective and efficient supply chain management framework; and

e) controls are put in place to ensure that measurable objectives are linked to specific timeframes.

Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report within 60 days after adoption of this report by the National Assembly.

Report to be considered.


Fifteenth Report of the Standing Committee on Public Accounts on the Media Advertising, Publishing, Printing, Packaging, Sector Education and Training Authority (Mappp Seta), dated 08 June 2007:
The  Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the MAPPP-SETA for the financial year ending 31 March 2006 tabled in Parliament and refered to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General. However, the Committee raised concerns that needed urgent interaction with the accounting authority of the entity and therefore reports as follows:

1. Discretionary grant disbursement 

The Committee noted that an amount of R12 million was paid to training institutions with no valid supporting documents. Discretionary grant payments were made to institutions without approved criteria by the accounting authority as required by the Skills Development Act Regulations. A forensic audit was conducted and the results of the audit revealed a number of irregularities in the payment of discretionary grant funds. 

The committee further noted that a forensic investigation into the National Skills Fund (NSF) project “Create SA” was initiated by management in August 2006 and the report is still outstanding.

The Committee recommends that the Accounting Authority submit a report to SCOPA on the action taken to prevent a re-occurrence as well as progress report on the investigation for the NSF project “Create SA”.

2. Ineffective corporate governance

The audit report highlighted a number of audit findings on the MAPPP-SETA related to ineffective corporate governance. 

The Committee recommends that:

a) the Accounting Authority ensures that steps are taken to ensure compliance with the guidelines of the King II Report on corporate governance, 

b) there is compliance with the PFMA, with specific reference to: 

i.  when the constitution was gazetted, 

ii. effectiveness of the audit committee, 

iii. the approval of the delegations of authority, and 

iv. the acknowledgement of the fiduciary responsibilities by the accounting authority.

3. Exceeding administration limit

The MAPPP-SETA exceeded the threshold of administrative expenditure by R2,4 million.  This over-expenditure was mainly due to:

a) an increase in travel and subsistence of about R1 million due to additional meetings

b) legal fees in obtaining legal opinions of approximately R1 million. 

c) the use of consultants of approximately R2,8 million, mainly for the implementation of the new MIS system to ensure re-registration by SAQA. 

The Committee recommends that the Accounting Authority ensures that:

a) management  institute controls to monitor compliance with laws and regulations on a regular basis;

b) an action plan is compiled to monitor expenses on a regular basis to prevent future irregular expenditure; and

c) a report be submitted to Parliament on the steps taken or implemented to ensure the entity remains within the administrative threshold.

4. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report within 60 days after adoption of this report by the National Assembly.

Report to be considered.

   3.  Sixteenth Report of the Standing Committee on Public Accounts on the  Information System Electronics and Telecommunications Technologies Sector Education and Training Authority (ISETT SETA), dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the ISETT SETA for the year ended 31 March 2006 tabled in Parliament and referred to it.  

The Committee noted the qualified audit opinion expressed by the Auditor-General. However, the Committee raised serious concerns that needed urgent interaction with the Accounting Authority of the entity and therefore reports as follows:

1. Capacity and skills 

The Committee noted the following serious concerns regarding the high turnover of staff in the Finance Division: 

a) there was an acting CFO during 2003/04 financial year.

b) a CFO appointed in June 2004 was dismissed early in 2005/06 financial year;

c) a Finance Manager who was responsible for the preparation of the Annual Financial Statements (AFS) for 2005/06 financial year resigned before the year end. 

d) a new CFO was only appointed in June 2006;  

e) during the 2005/06 audit, ISETT SETA placed a high reliance on the accountant who passed away after a period of illness; and

f) a lack of adequately skilled staff in the finance division.

The Committee recommends that the Accounting Authority:

a) establish and review reasons for the high staff turnover; 

b) develop and implement strategies to eliminate the problem in the entity as a whole especially regarding senior staff members; and 

c) Fill the vacant posts with qualified personnel.

2. Systems 

The Committee noted that inadequate monitoring and the lack of independent reconciliations resulted in following:

a) unexplained differences between opening and closing balances for the 2004/05 and for 2005/06 financial years respectively;

b) inadequate processes for the accounting of levy income;

c) inadequate monitoring of consultants that administer the systems, including lack of measurement for services received against service level agreements.

The Committee recommends that the Accounting Authority ensures that:

a) a report is provided to SCOPA on the remedial action taken by ISETT SETA to prevent a re-occurrence;

b) management implement adequate policies and procedures to ensure the completeness of revenue throughout the year as well as ensuring financial statement preparation is effective and efficient according to the standards; and

c) a full reconciliation with the National Skills Fund is performed at the SETA, correcting all differences and providing accurate disclosure thereof. 

3. Governance

The audit report highlighted the ineffectiveness of internal audit. The Committee 
noted that although ISETT SETA received a disclaimer of opinion for two 
consecutive years, performance bonuses of 9.48% (total amount of R1, 106 million) on average were paid to staff including senior management (15.11%), without a remuneration committee being in place for the period under review. 


The Committee recommends that the accounting authority ensures that 
management: 

a)  work with the audit committee and ensure internal audit complies with all relevant  legislation; and

b) develop and implement adequate policies and procedures to ensure the related parties transactions are recorded and correctly disclosed.

4. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report within 60 days after adoption of this report by the National Assembly.
Report to be considered.

4. Seventeenth Report of the Standing Committee on Public Accounts
   on the South African Diamond Board, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the South African Diamond Board (Board) for the year ended 31 March 2006, tabled in Parliament and reffered to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General. However, the Committee raised concerns that needed urgent interaction with the Accounting Authority of the entity. The Committee reports as follows:

1. Systems

The report highlighted some weaknesses regarding the completeness and valuation of assets which could not be verified due to the lack of financial accounting and internal control systems.

The Committee recommends that the Accounting Authority ensures that controls are put in place to give assurance on the validity and existence of the asset management system as well as compliance with statutory requirements.

2. Governance

The Committee noted with concern the weaknesses highlighted in the audit report with regards to the lack of:

· approved policies and procedures; 

· controls around the procurement of goods and services; and

· capacity in finalising the approved policies and procedures. 


The Committee finds it disappointing that there are still entities which lack controls over procurement of goods.


The Committee recommends that the Accounting Authority ensures:

· development and implementation of approved policies and procedures;


· regular monitoring of compliance with policies and procedures; 

· the appointment of skilled competent personnel in current vacancies and training is given to existing and newly appointed staff; and

· that the Board develops controls with regard to procurement of goods and that management and staff adhere to relevant rules.

3. Non-compliance with laws and regulations

The Committee noted various issues of non-compliance with the PFMA, Treasury Regulations as well as the non existence of a performance contract between the accounting officer and the executive authority. 

The Committee further noted that the financial statements did not reflect the possible impact on enactment of the Precious Metals and Diamonds General Amendment Act and that it may alter its funding model. 

The Committee recommends that the Accounting Authority ensures that:

· adequate monitoring  of controls be aligned with the requirements as stated in the PFMA and Treasury regulations; and

· that the possible impact of the Precious Metals and Diamonds General Amendment Act be considered.

4. Conclusion 

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

 5. Eighteenth Report of the Standing Committee on Public Accounts on   the South African National Parks, dated 08 June 2007:
The  Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the South African National Parks (SANParks) for the year ended 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the unqualified audit opinion expressed by the Auditor-General, and trusts that future audit opinions will be equally unqualified.  However, the Committee raised its concerns on the following matters and therefore reports as follows:

1. Internal control weaknesses

The Committee noted that during the financial year, controls were not always operating efficiently and effectively as required by the applicable sections of the PFMA. 

The Committee recommends that the Accounting Authority ensures: 

a) that the entity complies with all applicable sections of the PFMA; 

b) management implements and improves the system of internal control;

c) the proper safeguarding of assets; and 

d) that adequate security procedures and a disaster recovery plan be put in place.

2. Lack of capacity

The Committee noted some lack of capacity within SANparks.

The Committee recommends that the Accounting Authority establish and review the reasons for the high staff turnover and develop and implement strategies to eliminate this problem. 

3. Site visit

The Committee had a site visit to the Kuger National Park. During its visit to Skukuza, the following shortcomings were identified:

a) limited space for staff accommodation as pointed out by management to the committee; and

b) insufficient maintenance of facilities including the gardens in the camps.

The Committee recommends that the Accounting Authority ensures that:

a) an action plan addressing the above issues is developed and implemented; and

b) the Committee be furnished with a quarterly report informing them of the progress .

4. Skukuza airport

The Committee noted the closure of Skukuza airport and the financial loss that this has had on the whole park.

The Committee recommends that SANParks together with the Minister restart the negotiations with the relevant role players to re-open this airport to restore the financial viability of regular scheduled flights as well as the icon status of Kruger National Park, especially in the light of 2010.

5. Conclusion 

The Committee requests the Accounting Authority to provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

The Committee expressed its thanks and appreciation for the open and frank discussion and hospitality extended to the Committee.

Report to be considered.

6. Nineteenth Report of the Standing Committee on Public Accounts on
    the Department of Labour, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Department of Labour for the financial year ending 31 March 2006 tabled in Parliament and reffered  to it. 

The Committee noted the disclaimer of audit opinion expressed by the Auditor-General with serious concern and therefore reports as follows:

1. Lack of capacity

The Committee noted with concern the very high levels of vacancies in the department. A performance audit on inspection and enforcement services revealed severe capacity contraints. Routine and pro-active inspections were not performed in order to help prevent an unsafe work environment and related accidents.

The Committee recommends that the Accounting Officer ensures submission of quarterly progress reports to SCOPA, updating it on the reduction in vacancy levels.

2. Governance arrangements (compliance issues and inadequate/lack of policies)

The Committee noted that the performance information reflected in the Annual Report disagree with the performance information in the Estimates of National Expenditure (ENE) for 2005-06 and the objectives as per the approved strategic plan.

The Committee recommends that the Accounting Officer ensures the objectives as set out in the ENE 2005 and the strategic plan be included in the work plan of the department so as to ensure reporting according to section 40(3)(a) of the PFMA.

3. INDLELA Training centre


The Committee noted the underutilisation of INDLELA and the unsatisfactory responses given by the Director-General at the hearing regarding INDLELA.


The Committee recommends that the accounting officer ensures that:

a) immediate action is taken and properly implemented to optimise utilisation of available resources at INDLELA; and 

b) the Director-General provides SCOPA with action plans for INDLELA which is in line with its mandate.

4. System related matters (inadequate financial reporting systems, inadequate business processes and inadequate non-financial reporting systems) 

The accuracy and valuation of additions to fixed assets as disclosed in the financial statements could not be determined due to reports from the LOGIS system not being generated on the 31st of March 2006. 

The department did not perform monthly reconciliations between PERSAL and BAS in respect of travelling and subsistence expenditure (S&T) for the current period. 
The Committee recommends that the Accounting Officer ensures that:

a) a correct and complete asset register, which is in line with the requirements of the asset management guide, be maintained, including assets acquired through the PPP contract.

b)  head office also maintain a complete consolidated asset register of the whole department

c) monthly reconciliations regarding S&T between BAS and Persal be completed and reviewed and any differences be followed up immediately.

5. Internal control weaknesses

The Committee noted various weaknesses identified during the audit. These are   caused by amongst other things  a lack of a proper management monitoring framework, lack of adequate policies and procedures, especially for writing off irrecoverable debt, and also non compliance with Treasury and public service   regulations.


The Committee recommends that the Accounting Officer ensures that:

a) a debt management policy  be approved and implemented; 

b) management take responsibility to ensure compliance with policies and procedures to ensure the optimal utilisation of  subsidised motor vehicles; and

c) Treasury and Public Service regulations be strictly complied with.

6. SETA’s

The Committee noted various weaknesses and the lack of uniformity in the govenance of the SETA’s during the various SETA hearings held by the Committee, specifically with regard to the number of forensic investigations conducted.

The Committee recommends that the Accounting Officer ensures that:

a) the Department of Labour implements a system to track and monitor all forensic / special investigations at all the SETA’s; and  

b) the outcome of the investigations and the remedial action taken be included in the annual reports of the various SETA’s for the 2006/2007 year; and 

c) uniform systems, policies, governance and procedures be implemented as far as possible.

The Committee further recommends that the accounting officer should ensure that the grading of the CFO level is uniform with that of other National Government Departments.

7. Conculsion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

7.  Twentieth Report of the Standing Committee on Public Accounts on

      the Boxing South Africa (BSA), dated 08 June 2007:
Boxing South Africa (BSA) is listed in the Public Finance Management Act under Schedule 3A and falls within the portfolio of the Minister of Sport & Recreation South Africa. This entity has since its inception, only managed to get qualified audit reports in 2002 and for the 2005/2006 financial year a disclaimer of audit opinion was expressed on the financial statements of BSA.

The Standing Committee on Public Accounts (SCOPA), having heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of Boxing South Africa (BSA) for the financial year ending 31 March 2006, reports as follows:

A. DISCLAIMER OF OPINION

The Auditor-General reported on various issues that led to a disclaimer of audit opinion being expressed on the 2005/2006 financial statements of BSA. The following issues were sighted as the main reasons for the disclaimer:

1. Financial maladministration (page 14, paragraph 4.1 of 2005/2006 Audit   
    Report)
· Financial records were not maintained as required by section 55(1) of the Public Finance Management Act (PFMA). 

2. Limitation of scope – accounting records (page 14, paragraph 4.2 of     

     2005/2006 Audit Report)

· Suppliers with debit balances were netted off against suppliers with credit balances. 

· The financial statements were adjusted but no adjusting journals were passed in the accounting records. 

· None of the year end journals to prepare the financial statements were passed in the accounting records. 

· Numerous journals amounting to R13 689 978 were processed. A substantial number of these journals were either not authorized, or did not have supporting documentation which could not be provided for audit purposes. 

· The accounting system was not backed up regularly, resulting in the loss of all information for the 2006/07 financial year when the computers were stolen.

3. Expenditure (page 15, paragraph 4.3 of 2005/2006 Audit Report)
· Various shortcomings were identified which made it impossible to verify the accuracy, validity and completeness of the expenditure.

4. Trade and other payables (page 15, paragraph 4.4 of 2005/2006 Audit    

     Report): 

· Due to serious shortcomings the completeness and validity of accounts payable of approximately R1, 5 million could not be verified.

5. Trade and other receivables (page 15, paragraph 4.5 of 2005/2006 Audit    

     Report)
· Due to various shortcomings the completeness and validity of accounts receivable and prepayments could not be verified.

6. Value Added Tax (VAT), (page 16, paragraph 4.6 of 2005/2006 Audit Report)
· The VAT due reflected in the financial statements is understated as it varies  with the assessment received from the South African Revenue Service (SARS) by R257 053. 

7. Directors emoluments (page 16, paragraph 4.7 of 2005/2006 Audit Report)
· The amount disclosed in the financial statements is materially misstated. No evidence could be obtained hat Pay As You Earn (PAYE) of R7 520 was paid to SARS.

8. Leave provision (page 16, paragraph 4.8 of 2005/2006 Audit Report)
· The provision for leave of R27 441 as disclosed in the financial statements is incorrect. The amount includes the prior year balance of R12 242. The liability at year end amounted to R15 388.

9. Subsequent event (page 16, paragraph 4.9 of 2005/2006 Audit Report)
· An agreement between a bank and BSA was reached by which BSA should pay 60 percent of the capital portion of the overdraft amounting to R27 884 in full and final settlement of the overdraft. The financial statements were not amended in this regard.     

B. EMPHASIS OF MATTER

These issues were serious enough to be reported on by the Auditor-General and require attention from the management of BSA:

· Various shortcomings in the internal control.(page 16, paragraph 6.1 of 
      2005/2006 Audit Report);

· The audit committee and internal audit were not fully operational for the year  

      under review,.(page 17, paragraph 6.2 of 2005/2006 Audit Report);
· Various issues of non-compliance with the PFMA, Treasury Regulations and the South African Boxing Act were identified (page 17, paragraph 6.3 of 2005/2006 Audit Report);
· At year-end 60 percent of the vacancies were not filled on a permanent basis (page 18, paragraph 6.4 of 2005/2006 Audit Report);
· Various shortcomings with fixed assets were identified. (page 18, paragraph 6.5 of 2005/2006 Audit Report);
· Fruitless and wasteful expenditure was incorrectly disclosed in the financial statements (page 18, paragraph 6.6 of 2005/2006 Audit Report);
· Shortcomings with performance information were identified (page 18, paragraph 6.7 of 2005/2006 Audit Report);
· Audit report was finalized late due to the audit team’s withdrawal from the audit in June 2006 and the recommencement in September 2006 after auditable financial statements were re-submitted (page 19, paragraph 6.8 of 2005/2006 Audit Report);
· Going concern issues were identified due to sponsor’s contracts not being renewed and an anticipated loss for 2006/07 was calculated (page 19, paragraph 6.9 of 2005/2006 Audit Report).
The Committee noted that management and the chairperson of the Board concurred with the Auditor-General’s reported findings. Management and the chaiperson of the Board indicated that the findings can be attributted to the fact that BSA did not have financially skilled staff and a CEO for the period under review. It was reported during the hearing that the new CEO was due to start on the 1st of March 2007. 

The Committee therefore recommends that the Accounting Officer ensures that:

· A competent CFO and CEO as well as the necessary supporting staff should be appointed as a matter of urgency;

· The audit committee operates as intended in terms of the PFMA and Treasury Regulations;

· Measures are implemented to ensure the internal audit function is operational throughout the year and to ensure compliance with the Treasury Regulations;
· Management attends to the various issues reported on by the Auditor General. And specifically a report on the R1.5 million (page 15, paragraph 4.4) must be submitted to SCOPA with 60 days of adoption of this report by the National Assembly;

· The entity, where necessary, must seek assistance in terms of resources and expertise from Sports and Recreation of South Africa in order to get its house in order. 

Conclusion

The Committee requests that the accounting officer provide a report to Parliament on the above-mentioned issue within 60 days of the adoption of this report by the National Assembly. 

Report to be considered.

8. Twenty-First Report of the Standing Committee on Public Accounts on 
    Sports and Recreation South Africa, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), having heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of Sports and Recreation South Africa (SRSA) for the financial year ending 31 March 2006, reports as follows:

1. Staff establishment / performance management (page 60, paragraph 5.1.1 of 

     2005/2006 Audit Report)

The Auditor-General reported that on 1 August 2005, the Repeal Act for the former South African Sports Commission (SASC) was passed.  All staff of the former SASC were transferred to the SRSA, resulting in 112 of the total 195 posts, in terms of the approved staff establishment, being filled. Most of the staff in the filled positions were temporarily placed. The merger between the department and the former SASC, according to the accounting officer’s report, was a long and difficult process. As a result not all staff in the department had signed performance contracts for the 2005/2006 assessment year and therefore no performance evaluations were performed during the current financial year.

SCOPA therefore recommends that the Accounting Officer ensures that:

· All approved positions are filled as a matter of urgency;

· All staff sign performance contracts and are assigned job descriptions.

2. Non-compliance with laws and regulations (page 61, paragraph 5.2 of 

     2005/2006 Audit Report)

The Auditor-General reported the following non- compliance with the Division of Revenue Act (DoRA), 2005 (Act No. 1 of 2005) in respect of the following SRSA programmes:
· Building for sport

Information contained in the monthly reports by municipalities received via the provinces in respect of previous year transfers did not agree with electronic reports submitted by the department to National Treasury. These reports were also not timely submitted to National Treasury. 

· Mass participation

- 
Insufficient visitations to hubs (focal points) were performed;

· Monthly reports were not timeously submitted to National Treasury by the      

     department for  the first four months of the financial year. 

SCOPA therefore recommends that the Accounting Officer ensures that:

· SRSA develops and implements a proper control/monitoring system that will ensure compliance with DoRA;
· Key personnel are appointed in the vacant posts so as to ensure monitoring of the DoRA compliance;
· A monitoring schedule/plan containing identified areas of importance and staff availability should be compiled and approved;

· There is co-operation from the provincial departments so as to ensure that DoRA requirements are met;

· Reports should be submitted to National Treasury within the stipulated timeframes.

3. Internal Audit and Audit Committee (page 61, paragraph 5.3 of 

     2005/2006 Audit Report)

The Auditor-General reported that for the year under review, the audit committee was not fully operational in terms of section 77 of the PFMA Act, 1999 (Act No.1 of 1999). The Audit Committee met only once and this resulted in the following:

· The Audit Committee charter not being reviewed as required by Treasury Regulation 3.1.8;

· No quarterly reporting by internal audit to the Audit Committee as required by Treasury Regulation 3.2.7, however regular reports were presented to management;

SCOPA noted that the department had appointed a consortium of independent audit firms as its internal auditors and thus further recommends that the Accounting Officer ensures that:

· There is a functional Audit Committee in place and it complies with statutory requirements;

· The Audit Committee charter is reviewed and updated at least annually to ensure it is in line with the PFMA and Treasury Regulations;
· The internal audit section reports to the audit committee and in the case where the audit committee has not yet been appointed, the internal audit section should report to the Accounting Officer to enable them to measure their performance against the annual internal audit plan.

4. Internal Control (page 61, paragraph 5.4 of 2005/2006 Audit Report)

Included as part of the Auditor-General’s reported findings are the following deficiencies in internal control:.

· Annual confirmations on state guarantees as well as on possible guarantees transferred from the former SASC were not performed;

· Payments were not always supported by an original or appropriately certified invoice; 

· Lack of control over receivables; 

· Insufficient monitoring of projects relating to household and non-profit organizations that received transfer payments;

· Insufficient control over the recording and monitoring of losses; 

· Insufficient system to ensure accurate and complete disclosure of accruals and commitments. 

SCOPA therefore recommends that the Accounting Officer ensures that:

· All vacancies are filled so as to improve the staff complement to deal with the lack of proper monitoring and evaluation of systems;

· Proper control framework is implemented which should include compliance and proper documented policies and procedures.
5. Supply Chain Management (page 62, paragraph 5.5 of 2005/2006 Audit  

     Report)

The Auditor-General reported that during the audit of supply chain management the following deficiencies were identified:

· Insufficient register of all tenders opened to ensure completeness;

· No declaration with regard to possible conflict of interest in compliance with Treasury Regulation 16A8.3 (a) was made. 

SCOPA therefore recommends that the Accounting Officer ensures that

· A register is kept for the process of receiving and opening the tenders;

· Policy should be revised to ensure that controls are put in place to address the risks;

· All members of the tender committee must formally declare any possible conflict of interest, and a proper register should be implemented and maintained in this regard.

6. Insufficient control over Assets (page 62, paragraph 5.6 of 2005/2006 Audit     

    Report)

The Auditor-General reported that during the audit of assets the following shortcomings were identified:

· Inconsistencies with regard to the calculation of cost prices and disclosure of assets;

· None of the assets identified for disposal were disposed of during the year under review;

· Unresolved differences with regard to asset counts;

SCOPA therefore recommends that the Accounting Officer ensures that

· Policies and procedures should be adhered to at all times;

· Management supervision should be instituted to ensure that a consistent policy of capitalising assets is applied;

· Assets identified and approved for disposal, once disposed of, must not be included in the asset register;

· Items to be disposed of should be identified throughout the financial year and should be sufficiently safeguarded until they are disposed of;

· The discrepancies identified should be followed up and rectified accordingly. Unresolved differences identified during current and prior years should be resolved before the end of the current financial year (2006/2007).

7. Policies and procedures (page 62, paragraph 5.7 of 2005/2006 Audit Report)

The Auditor-General reported that there was a lack of comprehensive approved policies and procedures in respect of the following:

· Inventory and assets;

· Monitoring of risks identified; 

· Fraud prevention plan; 

· Provision for irrecoverable debt. 

SCOPA therefore recommends that the Accounting Officer ensures that policies and procedures should be compiled, documented, approved and implemented in order to assist the applicable personnel in performing their duties. 

8. Ministerial Vehicles (page 62, paragraph 5.8 of 2005/2006 Audit Report)

The Auditor-General reported that according to the Ministerial Handbook, the Minister is entitled to two vehicles. During the audit it was noted that the Minister was allocated three vehicles. According to the department the third vehicle did bring about certain cost savings with regard to traveling costs.

SCOPA therefore recommends that the Accounting Officer ensures that policies and procedures are adhered to. 
9. Performance Information (page 62, paragraph 5.9 of 2005/2006 Audit Report)

The Auditor-General reported that during the audit of performance information the following were brought to the attention of the department:

· In some instances there were no clear links between the measurable objectives and indicators per programme as per the strategic/business plan and the budget; 

· The progress report for the fourth quarter as required by Treasury Regulation 5.3.1 could not be submitted for audit purposes. 

SCOPA therefore recommends that the Accounting Officer ensures that:

· Control measures are put in place to ensure that all measurable objectives as per the strategic/business plans of SRSA are aligned with reportable objectives;

· Control measures are put in place to ensure that quarterly reporting is performed on a timely basis. 

10.  Boxing South Africa

SCOPA also noted the enormous challenges at Boxing SA (an entity of SRSA) and thus recommend that where possible Sports and Recreation of South Africa should assist the entity in terms of resources and expertise in order to get its house in order. 

Report to be considered.

9. Twenty-Second Report of the Standing Committee on Public Accounts on Department of Justice and Constitutional Development, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), having heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Department of Justice and Constitutional Development for the financial year ending 31 March 2006, reports as follows:

1.
Monies in Trust (page 92, par 4.1, 2005/06 audit report)

Background

The Department maintains “Monies in Trust” bank accounts into which funds received on behalf of other parties are paid until such time as the matters for which the monies were deposited have been finalised, and the disposal of the amount paid is effected.

The Committee noted that the Department has requested a legal opinion to determine to what extent the various types of monies paid into courts constitute “monies in trust” in order to ascertain if these should be included in the financial records of the department, which is currently the situation. 

The Auditor-General reported that lack of an effective and efficient financial management system over “Monies in Trust” resulted in the Department not being able to prepare reliable, accurate and complete records for Monies in Trust.  Therefore the Department could not determine an amount of R6.1 million receivable but not yet collected from Monies in Trust as at 31 March 2006.

As a result of the above, The Auditor-General could not confirm the completeness, validity or accuracy of the receivable for audit purposes.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) adequate accounting and financial systems should be developed for the Monies in Trust accounts,

(b) the Monies in Trust financial management system is improved to ensure that The Auditor-General will be able to verify the completeness and accuracy of receivables at year-end.

2.
Financial Management (page 93, par 6.1, 2005/06 audit report)

The Auditor-General reported that the budget reprioritisation process, which amongst others, included additional allocations to agencies, started early in the year but the relevant memoranda of approval for the transfer of funds signed in March 2006 may have resulted in pressure on agencies to spend additional allocations before the end of the financial year.  This led to the risk of fiscal dumping and non-compliance with prescribed procurement policies and practices.

The Committee recommends that the Accounting Officer must ensure that:

(a) there is strict compliance with Treasury Regulations to avoid inadequate budgeting and financial management

(b) the risks of fiscal dumping and non-compliance with prescribed procurement policies and practices are avoided.

3.
Compensation of employees (page 93, par 6.3, 2005/06 audit report)

The Auditor-General reported a number of deficiencies with regard to compensation of employees; these included:

· Policies that are not approved,

· Lenghty suspention periods with employees still receiving payment, and

· Deficiencies in the Human Resources management of the Department, e.g incomplete and incorrect personnel records.

The Committee therefore, recommends that the Accounting Officer must urgently ensure that:

(a) all policies are approved and complied with;.

(b) mechanisms are put in place to shorten periods of investigations with regard to suspended employees, and

(c) deficiencies in the Human Resources management of the Department are addressed.

4.
Performance Information (page 94, par 6.5, 2005/06 audit report)

The Auditor-General reported several inefficiencies with respect to the Department’s reporting on performance information due to the lack of a clear policy and procedure framework, these deficiencies are:

· Inadequate quarterly reporting,

· Objectives that do not agree to those in the strategic plan, and

· Measures not always included for all objectives in the performance information.

The Committee noted the Accounting Officer’s comment on this issue at the hearing that there is an Indicator Metric System developed by the Department to address this problem of performance reporting.

However, the Committee, recommends that the Accounting Officer must ensure the system is in line with National Treasury guidelines and reports back within 60 days of adoption of this report by the National Assembly, on the implementation of the system.

5.   Vacancies 

SCOPA also noted with concern the high vacancy rate within the Department of Justice and Constitutional Development and therefore recommends that the Accounting Officer ensures that:

(a) the department engages in a vigorous recruitment exercise so as to eliminate this challenge and to deliver more effectively on its important mandate.

(b) the Accounting Officer to report back to SCOPA progress made with regard to the filling of positions in view of the July deadline put by the Accounting Officer at the hearing, within 60 days of the adoption of this report to Parliament by the National Assembly.

Report to be considered.

10. Twenty-Third Report of the Standing Committee on Public Accounts
     on Parliament of South Africa, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), having heard and considered evidence on the Annual Report and the qualified audit opinion in the Report of the Auditor-General on the financial statements of the Parliament of South Africa for the financial year ending 31 March 2006, reports as follows:

1. Asset Management (page 92, paragraph 4.1 of 2005/2006 Audit Report)

The Auditor-General reported the following shortcomings relating to asset management – 

· Asset register presented during the audit did not contain sufficient details to allow for physical verification of assets. 

· The accounting policy regarding assets was not consistently applied as in certain cases assets below R5000 were capitalized whilst other assets below R5000 were expensed. 

· An unreconciled difference amounting to R306 025 was identified between the fixed asset register and the financial statements.

Based on these shortcomings the Auditor-General concluded that uncertainty exists with regard to the existence, accuracy and completeness of the assets owned by Parliament.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) A proper asset management policy and related procedures are developed and communicated to the relevant staff members.

(b) Monitoring of adherence to this policy is done.

(c) A proper and complete asset register is kept and maintained.
2. Surplus funds relating to statutory appropriations (page 93, paragraph 6.1 of 2005/2006 Audit Report)

The Auditor-General reported that according to Section 31(7) of the Powers and Privileges Act (Act 91 of 1963) requires Parliament to surrender surplus funds relating to statutory appropriations to National Treasury. Surplus funds amounting to R4, 6 million relating to the 2004/05 financial year was not surrendered to National Treasury during the year under review.

In light of management’s assertion that Treasury had since been consulted and that the funds no longer had to be returned, the Committee recommends that the Accounting Officer ensures that proper planning is conducted so as to avoid under spending. 

3.  Policies and Procedures (page 93, paragraph 6.2 of 2005/2006 Audit Report)

The Auditor-General reported that an evaluation of the approved policies and procedures and compliance by Parliament was performed and amongst other issues reported the following:

· Evidence relating to the evaluations of the performance of staff for the year under review could not be provided for audit purposes.

· The approved debt recovery policy does not include the conditions, circumstances and timing of debtors to be recognized in the provision for bad debts and the timing and process for the actual bad debt write-offs.

· Process flows and procedure manuals were not compiled per audit cycle but for certain parts of the audit cycle. Furthermore, the manuals and process flows does not include references to applicable laws and regulations.

The Committee therefore recommends that the Accounting Officer ensures that

(a) Appropriate follow up procedures aimed at ensuring that managers do performance evaluations of employees as prescribed in the approved staff development management policy, are developed and implemented.

(b) An adequate debtor’s policy that will provide for provision of bad debt and debtors write-offs is developed and

(c) Adequate process flows and procedure manuals are compiled per audit cycle and that these are communicated to the relevant staff so as to improve service delivery.
4. Weaknesses in Internal Control (page 93, paragraph 6.3 of 2005/2006 Audit Report)

The Auditor-General reported on several deficiencies in the general control environment of Parliament that relate to risk management, performance information and Parliament’s code of conduct.

The Committee therefore recommends that the Accounting Officer ensures that adequate, appropriate policies and procedures are developed and implemented so as to enhance the general control environment.
5. Unresolved matters reported in prior years (page 94, paragraph 6.4 of 2005/2006 Audit Report)

The Auditor-General reported on several unresolved issues from previous years including those relating to tax accounts and the Parliamentary Association.

The Committee therefore recommends that the Accounting Officer follow up on reported issues and that they are appropriately resolved.

6. Performance Information (page 94, paragraph 6.5 of 2005/2006 Audit Report)

The Auditor-General reported that an evaluation performed on the performance reporting at Parliament, identified the following:

· The objectives as per the strategic plan cannot be linked to the budget nor to the objectives reflected in the annual report and therefore the actual achievements cannot be compared to the desired outcome.

· In addition, the strategic plan does not include measurable objectives, expected outcomes, programme outputs, indicators or targets
The Committee therefore recommends that the Accounting Officer develops and implements a non-financial reporting system and related business processes that will ensure that the objectives are measurable and that they are linked to the deliverables.

7. Various Art Works  (page 82, paragraph 6.4 and 6.5 of 2005/2006 Annual Report)

The Committee noted that the Keiskamma Tapestry had been sold and that it is on loan to Parliament and that the Artworks Office continuously obtains artworks from various provinces for display in the NCOP.

The Committee therefore recommends that the Accounting Officer submits to the committee within 60 days of the adoption of this report by the National Assembly:

(a) Details, including amounts received, on the sale of the Keiskamma Tapestry.

(b) Policy on assets loaned to Parliament. 

8. Conclusion

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

11. Twenty-Fourth Report of the Standing Committee on Public Accounts on
     the Department of Arts and Culture, dated 08 June 2007: 

The Standing Committee on Public Accounts (SCOPA), having heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Department of Arts and Culture (DAC) for the financial year ending 31 March 2006, reports as follows:

1. Asset management (page 91, paragraph 5.1 of 2005/2006 Audit Report)

The Auditor-General reported on the following weaknesses with regards to asset management:

· Asset descriptions were incorrectly recorded in the asset register.

· Assets locations in the asset register were inaccurate;
· Assets purchased during the year could not be traced from invoice to register and    visa-versa;

· Research expenditure, professional fees and storage costs were captured in the asset register; and

· Assets physically identified could not be located in the asset register.

Furthermore the Auditor-General reported that the department had an inadequate assets management policy.
The Committee therefore recommends that the Accounting Officer ensures that

(a) Policies and procedures relating to asset management are developed and  urgenlty  implemented

(b) An adequate staff complement is employed and trained to perform this function.

(c)  Proper monitoring controls are implemented  by management

.

2. Supply chain management (page 91, paragraph 5.2 of 2005/2006 Audit    

     Report)

The Auditor-General reported on a number of discrepancies relating to supply chain management, including the following:

· The required number of quotations were not obtained;

· Irregular expenditure amounting to R3,4 million was incurred as no formal agreement existed between DAC and the service provider and no proper procurement process was followed.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) Requirements of the procurement policy are communicated and explained to the relevant staff.

(b) Compliance with the procurement policy requirements are strictly monitored and evaluated by senior officials.

(c) A Report be submitted to the Committee on action taken against employees responsible with regards to irregular expenditure in the annual financial statements, within 30 days of adoption of this report by the National Assembly.

3. Performance information (page 92, paragraph 5.3 of 2005/2006 Audit       

     Report)

The Auditor-General reported the following discrepancies relating to performance information:

· Inadequate policy and procedure framework regarding performance information. 

· Quarterly report for the last quarter on performance was not submitted as required.
The Committee therefore recommends that the Accounting Officer ensures that:

(a) An adequate policy and procedure framework is developed and timeously implemented to deal with performance information. 
(b) Proper monitoring controls are implemented to ensure that performance information is correct, complete and submitted on time.

4. Departmental Budget (page 13, section 2.1 of 2005/2006 Annual Report)

The Committee noted that the department had surplus funds amounting to R11.995 million which translates to 1.08% of actual expenditure against voted funds for the 2005/5006 financial year. The majority of this under-spending (R10.49 million) is attributable to the capital works projects in respect of Freedom Park Trust that is said to be slower than anticipated. 

According to the Accounting Officer, the remaining R1.5 million was to be used for filling the reported vacant posts.

The Committee therefore recommends that the Accounting Officer: 

(a) within 60 days of the adoption of this report by the National Assembly submit  progress report, including the funds already spent and the expected completion date for the Freedom Park project.

(b) within 30 days of the adoption of this report by the National Assembly submit a report detailing how the department has filled the vacant posts with the allocated resources.

5. Vacancies (page 153, section 4 of 2005/2006 Annual Report)

Notwithstanding the fact that the department was remarkably able to implement almost 99% of its approved budget, the Committee was concerned about the 28% high vacancy rate and the impact this has on service delivery offered by the department. It was also noted that the major reason for staff leaving the department was due to the expiry of contracts.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) A review is conducted on the appropriateness of the staff establishment. 

(b) The necessary steps are taken to ensure that all funded posts are filled with appropriately skilled personnel e.g. develop links with universities so as to   employ graduates.
(c) A review be conducted the department’s retention policy so as to reduce the reported rates.

6. Conclusion

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

 12. Twenty-Fifth Report of the Standing Committee on Public Accounts on Robben Island Museum, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Robben Island Museum (RIM) for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor General.  However, the Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

1. Capacity and Skills 

The Committee is dissatisfied with the situation at Robben Island Museum. Based on the Auditor-General’s report the entity seems to have relapsed and this is fuelled by the apparent capacity constraints and lack of financial skills at the entity.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) appropriately skilled individuals are recruited; and 

(b) all financial staff are trained with regards to the recent developments in accounting practices that require entities such as RIM to comply with regulations as set by Generally Recognised Accounting Practice (GRAP).

2. Internal control weaknesses (page 33, paragraph 4 of 2005/2006 Audit 

    Report)

The Auditor-General reported on a number of control weaknesses. These include:

· inadequacy of controls over journals; 

· incorrect accounting treatment of leases; and 

· ineffective project management controls exercised by RIM over grant income received for a special project.

The Committee therefore recommends that the Accounting Officer ensures that:

(a)  adequate policies and procedures are developed and implemented to deal with   

      the financial issues within the entity;

(b) all financial staff are properly trained to perform their functions; and

(c) compliance with the relevant laws and regulations is strictly monitored and      

     corrective action be taken where deviation is detected.

3. Non compliance with Generally Recognised Accounting Practice (GRAP)

 (page 34, paragraph 6.1 of 2005/2006 Audit Report)

The Auditor-General reported that RIM had not prepared its financial statements in Accordance with GRAP and cited the following weaknesses:

· inadequate disclosure of accounting policies;

· terminology changes were not effected; and

· cash flow statement was prepared not using the prescribed method.

The Committee therefore recommends that the Accounting Officer ensures that an appropriate policy framework to ensure that the financial statements are prepared in accordance with the relevant regulations is urgently developed and implemented.

4. Cash management policy (page 34, paragraph 6.2 of 2005/2006 Audit       

    Report)

The Auditor-General reported that no policies and procedures existed to ensure effective and efficient cash management.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) a cash management policy and related procedures are urgently developed, approved and implemented;

(b) relevant staff is adequately trained to deal with cash management; and

(c) compliance with the relevant policy should be monitored by management.

5. Compliance with prescriptions (page 34, paragraph 6.3 of 2005/2006 Audit    

     Report)

The Auditor-General reported on several weaknesses which led to non-compliance with the prescriptions. These include the following:

· not reviewing the residual values and useful life of assets; 

· an entity should assess at balance sheet date whether an asset or group of financial assets are impaired. No evidence could be obtained that the amounts were impaired due to events that occurred after the initial recognition of debtors;

· not performing bank reconciliations  on a weekly basis;

· inadequate collection procedures for revenue; and

· obtaining insufficient number of quotes in accordance with the Supply Chain Management policy.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) there are proper monitoring controls in place to ensure compliance with Treasury Regulations, RIM financial policies and procedures and the PFMA; 

(b) the staff is adequately trained; and

(c) compliance with the relevant policies and procedures is monitored.

6. Internal audit (page 34, paragraph 6.4 of 2005/2006 Audit Report)

The Auditor-General reported that the internal audit function was ineffective for the 2005/2006 financial year.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) an internal audit plan, internal audit charter and fraud prevention plan is   urgently developed, approved and implemented;

(b) a rolling three-year strategic internal audit plan and risk assessment is urgently approved and implemented;

(c) Internal Audit Unit adheres to the audit plan and

(d) Audit Committee carries out its oversight function.

7. Mayibuye collection (page 34, paragraphs 6.5 of 2005/2006 Audit Report)

The Auditor-General reported that the collection at the Mayibuye Centre is not recorded on the asset register and the catalogues are incomplete.

The Committee therefore recommends that the Accounting Officer ensures that the management implements proper control procedures to ensure that all assets, including the collections, are recorded in the asset register and applicable catalogues for safeguarding.
8. Ferries (page 18 of the 2005/2007 Annual Report)

The Committee noted of that the Autshumato contract was not renewed and that RIM had entered into a contract with Far Ocean Marine to build a 300 pax catamaran that was supposed to be completed by February 2007 for R25 million.

The Committee therefore recommends that the Accounting Officer within 60 days after the tabling and adoption of this report by the National Assembly, submit to the Committee:

(a) a report detailing the stage of completion of the new ferry and when it will be put to use; and

(b) all minutes and documentation relating to the Autshumato contract including the dates when the contract commenced and when it was due to be terminated.

9. Conclusion

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

13. Twenty-Sixth Report of the Standing Committee on Public Accounts 
     on Playhouse Company, dated 08 June 2007: 

The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Playhouse Company for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor General.  However, the Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

1. That it noted the assurances made by the Accounting Officer during the hearing that all issues reported by the Auditor-General have been solved.  The Committee will therefore wait for the 2006/2007 audit report to corroborate the Accounting Officer’s assurances. 

2. Furthermore the Committee recommends that the Accounting Officer ensures that interaction is made with the provincial counterparts so as to resolve the issue of the possible irregular expenditure and that in future such a situation is avoided. 

3. Conclusion

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

14. Twenty-Seventh Report of the Standing Committee on Public Accounts on 
      Afrikaanse Taalmuseum, dated 08 June 2007:
The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Afrikaanse Taalmuseum for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor General.  However, the Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

Having noted the responses received from the Accounting Officer during the hearing, the Committee recommends that the Accounting Officer ensures that:

(a) the objectives as per the strategic plan are adequately documented in the annual report in order to facilitate comparison and benchmarking to the desired performance as per the strategic plan; and

(b) the antique collection is appropriately recorded in the asset register.

Conclusion

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

15. Twenty-Eighth Report of the Standing Committee on Public Accounts on the Commission for the Promotion and Protection of the Rights of Cultural, Religious And Linguistic Communities (CRL Rights Commission), dated 08 June 2007:


The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the CRL Rights Commission for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the unqualified audit opinion expressed by the Auditor General, and trusts that future audit opinions will be equally unqualified. However, the Committee raised its concerns on the following matters and therefore reports as follows:

1. Non Compliance with Laws and Regulations (page 24 & 25, par. 5.1 of     

    2005/2006 Audit Report)

The Auditor-General reported several shortcomings with regards to compliance with laws and regulations including those relating to:

· supply chain management;

· delegation of authority; and

· declaration of interest.

The Committee noted that this was a relatively new entity and was still in its set-up phase and therefore recommends that the Accounting Officer:

(a) urgently develops systems and related procedures to ensure compliance with  

      laws and regulations;

(b) communicates approved policies and procedures to relevant staff members; and

 (c )ensures compliance and monitoring of policies and procedures.

2. Financial management and staff establishment (page 25, par. 5.2 & 5.5 of 

    2005/2006 Audit Report)

The Auditor-General reported that the CRL Rights Commission had the following weaknesses:

· a vacancy rate of 42 percent, which affected its service delivery and the proper functioning of the internal control environment;

· non approval of the full organizational structure that led to unclear direction for the CRL Rights Commission to recruit staff;

· the conditions of appointment for Commissioners were not finalized in terms of the CRL Rights Commission Act; and

· roles and responsibilities of appointed staff were not defined.

The Committee noted that the entity recently appointed a new CFO, however it recommends that the Accounting Officer:

(a) reviews and approves the full organisational structure;

(b) defines and communicates the roles and responsibilities to the appointed staff including Commissioners;

(c) interacts with the Presidency and relevant Ministry to ensure that terms of engagement for Commissioners are developed urgently; and

(d) interacts with all role players to ensure that the entity receives adequate funding to employ the full staff complement.

3. Performance management and related information (page 25, par. 5.3 & 5.6 of 2005/2006 Audit Report)

With regards to performance management and related information, the Auditor-General reported that:

· employees of the CRL Rights Commission including the CFO did not have performance contracts; and 

· the CRL Rights Commission did not have a performance management system to measure performance of its employees; and

· the CRL Rights Commission did not submit performance information to the auditors for review. 

The Committee therefore recommends that the Accounting Officer: 

(a) develops and implements an adequate non-financial reporting system and related business processes that will ensure that the objectives are measurable and that they are linked to the deliverables; and

(b) submits performance information for audit.

4. Trade and other Receivables (page 33, note 10 of 2005/2006 Notes to the   

    Annual Financial Statements)

The Committee noted that there was a huge difference between the current and previous year balance for the trade and other receivables account.

The Committee therefore recommends that the Accounting Officer must ensure that within 60 days after the tabling and adoption of this report by the National Assembly provides Parliament with a detailed analysis relating to these balances;

5. Public Awareness

The Committee noted the challenges faced by the CRL Rights Commission in realising its objectives and attributed this to the fact that the entity is relatively new. These include, amongst other things, the following:

· to promote and develop peace, friendship, humanity, tolerance and national unity among cultural, religious and linguistic communities;

· to monitor compliance by the State and civil society with its mandate; 

· be a channel of communication between the State and communities;

· to mediate inter-community conflict situations and facilitate harmonious co-existence;

· to facilitate the development of programmes that foster sensitivity, respect and understanding for cultural, religious and linguistic diversity;

· to lobby government departments and legislative authorities on issues concerning the rights for cultural, religious and linguistic communities.

The Committee therefore recommends that the Accounting Officer must ensure that a vigorous public awareness campaign is adopted to ensure that all stakeholders participate in the transformation of the country as a whole.

6. Conclusion

The Committee requests the Accounting Officer provide Parliament with a progress report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.

Report to be considered.

16. Twenty-Ninth Report of the Standing Committee on Public Accounts 
   on the Ingonyama Trust Board, dated 20 June 2007: 

The Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Ingonyama Trust Board (the board) for the year ending 31 March 2006.

The Committee noted the qualified audit opinion expressed by the Auditor-General, and raised serious concerns that needed urgent interaction with the Accounting Authority of the entity and therefore reports as follows:

1. Land holdings 

The Auditor-General made the following findings:

a) There were huge differences between the hectares recorded in the land register versus the hectares reflected on the title deeds;

b) for  353 000,15 hectares, there were no hectares of land listed on the title deeds; and

c) supporting documents to substantiate the total decrease of 372 hectares from the previous year could not be submitted for audit purposes.

The Committee was informed during the hearing that a qualified land surveyor had been appointed and it was expected that all the outstanding issues in this regard would be sorted out by March 2007.

The Committee recommends that the Accounting Authority ensures that a reconciliation of the landholdings register between the Registrar of Deeds and the Surveyor-General is urgently performed to ensure that the asset register is accurate and complete.

2. Completeness of income

The Committee noted that the permission-to-occupy (PTO) receipts could not be matched to their respective applications and accordingly the completeness of PTO income could not be verified.

The Committee noted with concern that this was caused by a lack of documented policies and procedures.

The Committee was informed that the use of the PTO system is in the process of being replaced by a lease agreement system.

The Committee recommends that until the PTO system is replaced and /or phased out, the Board ensures that policies and procedures are developed and implemented to resolve the audit query relating to the PTO income.

3. Arrear rates -  municipalities

The Committee noted again with disappointment that the Board had been invoiced over a number of years for rates due to municipalities in respect of land owned within the Board's demarcated areas. The Committee further noted that arrear rates claimed by eThekwini Municipality amounted to R25 million.

The Committee was informed during the hearing that the Board was of the opinion that certain land owned by the Ingonyama Trust should not be subjected to rates for various reasons. 

The Committee is of the view that the Board has the responsibility to exercise their power to resolve this issue. To this end the Committee requires the Board to submit an appropriate action plan on the way forward to resolve the matter as soon as possible.

The Committee recommends that the Board ensures that:

a) their policies are appropriate to cover all outstanding debts;

b) the aspect of arrear rates is sorted out; and

c) the DPLG investigate the rates issue and report back to SCOPA

4. Conclusion

The Committee requests the Accounting Officer to provide SCOPA with a progress report and report on all the abovementioned issues within 60 days after adoption of this report by the National Assembly.
Report to be considered.

17. Thirtieth Report of the Standing Committee on Public Accounts on the 
         Department of Defence, dated 20 June 2007: 

The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the Department of Defence (DoD) and the Report of the Auditor-General on the financial statements of the Department for the year ending 31 March 2006.  

The Committee noted the qualified audit opinion expressed by the Auditor-General and raised serious concerns that needed urgent interaction with the Accounting Officer of the department and therefore reports as follows:

1. System and control related matters

The report highlighted the inadequate financial reporting system and business processes regarding, inter alia, travel and subsistence allowance, departmental revenue, housing loan guarantees, employee benefit provisions and, fixed assets and inventory.  This was due to the lack of an appropriate integrated computerised system and  insufficient management reconciliations and reviews.  

The Committee recommends that the Accounting Officer, with the assistance of National Treasury, ensures: 

a) the upgrade of the financial management system in order to ensure accuracy and validity of amounts disclosed in the financial statements;

b) that an improved revenue management process is implemented that guarantees that all monies due to government and are collected and that revenue disclosed on the financial statements are complete and accurate be implemented; 

c) valid and accurate disclosure of housing loan guarantees on the financial statements; 

d) an adequate financial reporting system is aligned to disclosure requirements as set out by National Treasury; and  


e) improvement of internal controls to ensure the accuracy and validity of amounts disclosed in the financial statements. 

2. Governance arrangements

The audit report highlighted various instances of inadequate business processes. This was due to a lack of policies, procedures and non-compliance with regulations.  

The Committee noted these issues with great concern as they have been reported on for several years. 

The Committee recommends that the Accounting Officer ensures:

a) that storage facilities and security of fixed assets and inventory are improved; 

b) sufficient segregation of duties; 

c) regular monitoring of transactions to ensure compliance with policies and procedures;

d) a stocktake is done as prescribed by the relevant regulations;

e) the Inspector General’s scope should also include focussing on systems and financial controls necessary to substantiate financial information disclosed in the financial statements;

f) clear documented action is taken in respect of the sale of small arms and ammunition; and 

g) that a copy of the forensic investigation report be submitted to Parliament.


The Committee further noted that the rank review process could not be confirmed 
due to the unavailability of supporting documentation. 


The Committee recommends that the Accounting Officer ensures that: 

a)  management investigate the salary costs associated with the rank review process and 
     determine the validity of the amounts disclosed; and

b) all outstanding information be submitted to the Auditor-General to evaluate the 
 validity against the set criteria.

3. Capacity or people related issues

The Committee noted with concern the inadequate training of personnel. 

The Committee recommends that the Accounting Officer ensures the appointment of competent personnel in current vacancies and that training is given to existing and newly appointed staff in respect of financial management (finance, personnel and logistics).

4. Special Defence Account (SDA)

The Committee noted the following:

a) lack of proper classification of the SDA;

b) no authorisation by senior officials took place during the amendment of master files regarding the suppliers account details; 

c) lack of approved policies for bank and cash management systems; and

d) that the approved constitution for the compliance program was outstanding.

The Committee recommends that the Accounting Officer ensures:

a) the approval of the classification of the SDA according to the PFMA;

b) that the approved policies and procedures be developed and implemented  ; and 

c) approval of the constitution for the Arms Control and Non-Proleferation Fund Committee.

5. Conclusion 

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly. 

The Committee further requests that the Department supply the Committee with the written replies requested during the hearing within 14 days after adoption of this report by the National Assembly.

Report to be considered.

18. Thirty-First Report of the Standing Committee on Public Accounts on 
      the Agricultural Land Bank, dated 20 June 2007:  

The  Standing Committee on Public Accounts (SCOPA), heard and considered evidence on the Annual Report of the Agricultural Land Bank (Bank) and the Report of the Auditor-General on the financial statements  of the Bank for the financial year ending 31 March 2006, tabled in Parliament and refered to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General and raised serious concerns that needed urgent interaction with the entity’s Board and reports as follows:

1. Impairment of loans and the interest on impaired loans 

During the 2005, financial year the Bank contracted consultants to 
develop an impairment model. The model remained the property of the consultants 
and the Bank did not have access to the model and the data. During the period under review, the Bank’s in-house actuary developed a model that complies with the requirements of applicable accounting standards.

The Bank’s systems were unable to perform calculations relevant to the requirements of the accounting standards. Management was unable to perform a similar calculation to restate the comparative information in line with the requirements of the accounting standards.


The Committee recommends that the Accounting Authority ensures:

· the implementation of an appropriate information system; 

· the banks system incorporates all the requirements of the applicable standards; and

· that controls are put in place to avoid risks that occurred due to human error. 

2. Outdated inputs used on impairment model 

The review of the impairment model revealed that the realisable value of security that 
applied to the retail loan book was not re-assessed and updated on an on-going basis and as a result the initial impairment balance was incorrect.  

It was also noted that the interest rate applied to the cash flows in order to 
determine the 
recovery rate on loans was not comparable with current market rates and as a result the LGD applied in the model was inaccurate. 
This resulted in a R52 million reduction in the retail loans impairment provision.


The Committee recommends that the Accounting Authority ensures:

· the urgent implementation of approved policies and procedures regarding the treatment of inputs into the impairment model.

3. Bad debt written off as a result of inadequate loan write-off procedures, insufficient security and inadequate credit risk procedures

The auditors highlighted that retail loans amounting to R98,1 million were written off 
during the period under review.  The auditors further found 
examples indicating 
inadequacies relating to credit policies and procedures in the following respects:

a) there was no formalised policy for the writing off of loans;

b) the decision to write off loans was taken at head office through consultation  with the branches and based on information supplied by the branches; and

c) inadequate security and inappropriate credit risk decisions resulting in financial losses suffered by the Bank.


The Committee recommends that the Accounting Authority ensures that:

a) an approved formalised policy and procedure document regarding the writing off of loans be established;

b) controls are put in place ensuring that a consistent approach is followed in the identification and resultant write-off of loans with losses being suffered by the Bank;

c) debts written off are in accordance with the Public Finance Management Act and National Treasury regulations; 

d) controls are put in place to ensure proper safeguarding of assets;

e) controls are put in place to ensure that no loans are written off before all avenues have not been exhausted to recover outstanding balances; and

f) Parliament is furnished with a full detailed report of all loans written off for the financial year under review.

4. CFU concentration risk


The auditors highlighted:

a) the lack of appropriate credit risk management policies; 

b) the Department’s work on the accuracy of the CFU security valuations as security values was not updated regularly; and 

c) the lack of a formalised, approved and operational credit provisioning policy.


The Committee recommends that the Accounting Authority ensures that:

a) management increases its focus on monitoring and control of significantly large advances;

b) employees receive comprehensive training in the security valuation process and related aspects, as well as the preparation of technically correct security valuation sheets; and

c) the Bank approve a credit provisioning policy that incorporates the requirements of accounting standards and that the policy becomes operational as soon as possible.

5. Conclusion 

The Committee requests the Board to furnish it with a progress report covering all the above-mentioned issues within 60 days of the adoption of 
this report by National 
Assembly.

Report to be considered.

19. Thirty-Second Report of the Standing Committee on Public Accounts on the Independent Communications Authority of South Africa (Icasa), dated 

       20 June 2007:
The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report Independent Communications Authority of South Africa (ICASA) of the and the Report of the Auditor-General on the financial statements of the ICASA year ending 31 March 2006., tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General and raised serious concerns that needed urgent interaction with the accounting authority of the entity and therefore reports as follows:

1. Preparation, implementation and monitoring of the budget

The Committee noted the serious lack of control over the preparation, implementation and monitoring of the budget for the 2005/06 financial year. A significant operating loss of 
R33 876 809 as well as a deficit of R5 883 078 was incurred.


The Committee recommends that the Accounting Authority ensures:

· the involvement of senior management in the budget process ;

· any surplus funds be returned to the National Revenue Fund; 

· that the budget is monitored monthly with regular feedback to the Audit Committee.; and

· that the utilisation of deferred grants for operating expenditure of R10.1 million be reported to National Treasury and the Department of Communications. 

2. Financial management and control environment

The key positions such as CEO and CFO were vacant, temporarily being filled by acting Chief Executive Office and Chief Financial Officer. Other positions such as the senior manager of human resources and IT were vacant, thus resulting in control weaknesses in areas such as supply chain management and asset management and resulting further in increased fruitless and wasteful expenditure.


The Committee recommends that the Accounting Authority ensures: 

a) that the reasons for the high staff turnover is submitted;

b) strategies be developed and implemented to eliminate the problem in the entity of high staff turnover;

c) that appropriate training is provided to staff of ICASA, especially in the finance department;

d) that proper steps are taken to recover any outstanding debts,  wasteful and fruitless expenditure from the CEO; 

e) that Parliament be provided with a progress report regarding reduced insurance; and

f) that ICASA fill the key vacancies as soon as possible to ensure consistent and capable leadership.

3. Administered revenue

Due to the lack of approved policies and procedures for administered revenue and the constant change in the CFO position, various weaknesses were identified. These include 
accountability disclosure of administered revenue as well as unaccounted for detail of cash collected, amounting to R9.8 million.


The Committee recommends that the Accounting Authority ensures:

a) approval of all policies relating to administered revenue;

b) effective implementation and monitoring of policies and procedures; 

c) that effective controls are in place and documented; and

d) that separate annual financial statements are prepared for administered revenue and are included with the financial statements of ICASA.

4. General

The Committee noted the situation surrounding the previous CEO’s suspension and subsequent resignation. The Committee requests that ICASA supply it with a full chronological costing and expenditure report relating to the matter.

5. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.

Report to be considered.

20. Thirty-Third Report of the Standing Committee on Public Accounts on
      the National Health Laboratory Services, dated 20 June 2007: 

The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the National Health Laboratory Services (NHLS) and the Report of the Joint External Auditors on the financial statements of the NHLS for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

1. Title Deeds for Land and Buildings (Audit Report, page 8 of the Annual 

    Report)

The external auditors reported that freehold land and buildings with a net value of R146 million (2005: R144 million) as at 31 March 2006 has not yet been transferred into the name of the entity.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the matter is urgently followed up with the Department of Public Works and all other relevant parties so as to effect transfer of the land and buildings in the name of the entity; and

(b) a progress report is submitted to Parliament within 60 days of the tabling and adoption of this report by the National Assembly.

2. Contravention of Statute (Audit Report, page 8 of the Annual Report)

The external auditors reported that:

· the entity did not maintain a complete register of Board member’s interests in contracts  (Section 50 (3)(a) of the PFMA);

· the entity did not fully implement a comprehensive Fraud Prevention Plan (Regulation 27.2.1 of the Treasury Regulations); and

· the strategic plan for the period under review did not contain a materially/significant framework (Regulation 30.1.3 of the Treasury Regulations).

The Committee therefore recommends that the Accounting Officer ensures that the entity complies with all relevant laws and regulations and that adherence thereto is strictly monitored.

3. Subsidiary (paragraph 3 of the Report of Board Members, page 9 of the  

    Annual Report)

Based on the report of the Board members, it was reported that the NHLS has a wholly owned subsidiary called South African Vaccine Producers Proprietary Limited (SAVP) whose main business is to produce pharmaceutical products which are registered in its name. 

The Committee therefore recommends that the Accounting Officer:

1. interact with Treasury and report back to Parliament within 60 days of the adoption of this report; by the Assembly and

2. assess the recoverability of the loan amount (R 27 587 000) owed by SAVP to the entity and appropriately disclose this in the future.

4. Vacancies (pages 24 to 30 of 2005/2006 Annual Report)

The Committee noted the challenge faced by the entity in respect of the attraction, retention and development of core skills practitioners (pathologists, medical technologists and technicians) to ensure that the NHLS continues to deliver on its important mandate. 

The Committee therefore recommends that the Accounting Officer ensures that the entity develops a strategic plan which includes a recruitment and retention policy that will ensure the attraction new staff and retention its key personnel. 

5. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.
Report to be considered.

.    
21. Thirty-Fourth Report of the Standing Committee on Public Accounts on 

       the National Prosecuting Authority, dated 20 June 2007:  

The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the National Prosecuting Authority and the Report of the Auditor-General on the financial statements of the NPA for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the unqualified audit opinion expressed by the Auditor- General and trusts that future audit opinions will similarly be unqualified. However, the Committee raised its concerns on the following matters and therefore reports as follows:

1. Non-compliance with Treasury Regulations and the Public Finance Management Act (page 91, par. 5.2 of 2005/2006 Audit Report)

The Auditor-General reported that there were several instances of non-compliance with Treasury Regulations and the PFMA. These instances largely relate to procurement.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the NPA develops and maintains an adequate system of internal controls that will ensure compliance with Treasury regulations and the PFMA requirements; and

(b) the NPA develops a fraud prevention plan which should be communicated to all relevant parties.

2. Donor Funds (page 92, par.5.3 of 2005/2006 Audit Report)

The Auditor-General reported that due to inadequate controls, donations from foreign donors were again not received via the RDP fund as required by annexure A, paragraph 2.2 of the Official Development Assistance Guideline. It was further reported that there was a lack of monitoring of adherence to donor agreements that has led to non-compliance with terms of donor agreements.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the NPA liaises with National Treasury to determine whether the funds can still be deposited into the RDP fund so as to ensure that it adheres to the requirements of the Official Development Assistance Guideline;

(b) the NPA develops and maintains a monitoring mechanism to ensure that terms agreed upon as per the donor agreement are timeously met; and

(c) that all necessary amendments are agreed upon with the relevant donor before funds are reallocated for other purposes.

3. Debt Management (page 92, par.5.4 of 2005/2006 Audit Report)

The Auditor-General reported that there were weaknesses in debt management due to the lack of monitoring and reconciliation of debtors by management.

The Committee therefore recommends that the Accounting Officer ensures that the

NPA takes all necessary steps to develop and maintain an adequate system of internal controls that will ensure monitoring and timeous reconciliation of debtors by management.

4. Accountability and Governance status of the NPA (page 92, par. 5.5 of     

     2005/2006 Audit Report)

The Auditor-General reported that subsequent to the interim approval granted by the Accountant General for the NPA to prepare its own set of financial statements from the 2002 financial year, no finality has been reached on:

· a clear definition of the duties of the Accounting Officer of the NPA;

· the listing of the NPA as an entity in terms of the PFMA; and

· the mechanisms for funding of the NPA.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the NPA prioritises resolving this matter by requesting Parliament to address the accountability status of the NPA; and

(b) a progress report thereof be given to Parliament within 30 days after tabling and adoption of this report.

5. Performance Information (page 92, par.5.6 of 2005/2006 Audit Report)

The Auditor-General reported that there was a lack of clear policy and procedure framework to standardise, enforce and provide guidance on performance reporting, resulting in several inefficiencies.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the NPA develops and adopts a standard policy and procedure framework to ensure efficient reporting and monitoring of performance information; and

(b) the NPA urgently implements appropriate corrective measures where it becomes apparent that strategic objectives will not be met.

6. Vacancies (pages 64 to 66 of 2005/06 Annual Report)

The Committee noted with dissatisfaction the high vacancy rate within the NPA.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the entity engages in a vigorous recruitment exercise to eliminate this challenge and deliver more effectively on its important mandate; and

(b) relevant recruitment policies, procedures and legislation are complied with while the entity embarks on this “vigorous recruitment exercise”.

7. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.

Report to be considered.
22. Thirty-Fifth Report of the Standing Committee on Public Accounts on 
         the Department of Education, dated 20 June 2007:
The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the Department of Education and the Report of the Auditor-General on the financial statements of the Department for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

1. Conditional grants, non-compliance with the Division of Revenue Act, 2005 (Act no 1 of 2005) (DoRA), (page 107, paragraph 5.1 of 2005/2006 Audit Report)

The Auditor-General reported that in terms of section 38(1) of the Public Finance Management Act, the Accounting Officer of the Department must ensure that the provisions of DoRA are complied with when the transfer of funds takes place. Furthermore, the Auditor-General reported that while the Department has put in place a framework to ensure that conditional grants are transferred to the provinces in terms of DoRA, the Department has indicated that they are not able to enforce timeous compliance.

The Committee therefore recommends that the Accounting Officer ensures that provinces comply with section 22(1)(a) of the Division of Revenue Act, 2005, which deals with the submission of monthly reports to the relevant provincial treasury and the transferring officer.

2. Weaknesses in asset management (page 107, paragraph 5.1 of 2005/2006 Audit Report)

The Auditor-General reported that in terms of section 10.1 of the National Treasury Regulations issued in terms of the Public Finance Management Act, the Accounting Officer of an institution must take full responsibility for ensuring that proper control systems for assets do exist. Despite the existence of an asset register the Auditor-General reported the following shortcomings:

· financial information was inconsistently valued in the asset register;

· intangible assets were not included in the asset register at all;

· certain capital assets had been misallocated to repairs and maintenance; and

· certain assets which had been disposed of had not been removed from the asset register.

The Committee therefore recommends that the Accounting Officer ensures compliance with the Public Finance Management Act as it relates to the management of assets by addressing all of the above-mentioned weaknesses.
3. Capacity constraints (page 98, paragraph 3 of 2005/2006 Annual Report)

The Committee noted with dissatisfaction the high vacancy and staff turnover  rates faced by the Department and therefore recommends that the Accounting Officer urgently takes the necessary steps to ensure that all funded posts are filled with appropriately skilled personnel and review the Department’s retention policy. 

4. Conclusion

The Committee requests that the Accounting Officer provides Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by National Assembly.
Report to be considered.

23. Thirty-Sixth Report of the Standing Committee on Public Accounts on the Government Printing Works, dated 20 June 2007: 

The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the Government Printing Works (GPW) and the Report of the Auditor-General on the financial statements of the GPW for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted an adverse audit opinion expressed by the Auditor-General. The Committee raised serious concerns that needed urgent interaction with the Accounting Authority of the entity and therefore reports as follows:

1. Capacity constraints and the corporatisation of GPW (page 144, paragraph    

     2.1 and 2.2 of 2005/2006 Annual Report) 

The Accounting Officer reported that in pursuance of a Cabinet decision that the GPW be transformed into a state-owned enterprise, a ministerial advisory committee was established in 2004 to advise the Minister of Home Affairs, amongst others, on the corporatisation process. According to the Accounting Officer’s report, the National Treasury had indicated that the listing of GPW as a schedule 3A company would take place during the 2006/2007 financial year. The relevant departments, together with the National Treasury, were in the process of drafting a joint memo to Cabinet in this regard and that the memo would reach Cabinet before October 2006.

In light of the fact that the GPW has not yet been listed as a schedule 3A company, the Committee recommends that the Accounting Officer ensure that within 60 days after the adoption of this report by the National assembly, a detailed report is submitted to Parliament specifying the progress made with regard to the corporatisation of this entity.

2. Management of debtors (page 146, paragraph 3.1 of 2005/2006 Audit    

     Report)

· The Auditor-General reported that poor management of debtors continued from the previous year and the corrective measures implemented by management were ineffective.  
The Committee therefore recommends that the Accounting Officer ensures that:

(a) a proper debtors’ policy, which stipulates the collection procedure, is implemented;

(b) relevant staff officers are trained and adherence to this policy is strictly monitored by management;

(c) the assistance of the State Attorney is sought before debt is written off; and

(d) all debtors with credit balances are transferred to accounts payable.

3. Valuation of inventories (page 146, paragraph 3.2 of 2005/2006 Audit    

     Report)

The Auditor-General reported on various weaknesses in the control over inventories which resulted in the following errors: 

· an inventory valued at a total of R13, 304 million was identified by management as being obsolete and slow-moving but was not written off nor provided for; and

· the stock count procedures did not provide for the identification of obsolete and slow-moving stock for possible write-off, which could result in the overstatement of inventories.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) proper instructions and procedures are developed and implemented for the management of inventory;

(b) the staff is given instructions that specifically include guidance on the preparation for stock counts; 

(c) adherence to the policies and procedures is reviewed by senior officials; and  

(d) all obsolete and slow-moving stock identified must be approved for write-off annually.

4. Control Environment (page 147, paragraph 3.5 of 2005/2006 Audit Report)

The Auditor-General reported that weaknesses were identified in the control environment pertaining to reconciliations. These included: 

· the fixed assets register not being reconciled with the general ledger; 

· unreconciled differences between the VAT control account and VAT returns; and

· an inadequate system to ensure that all unpaid suppliers’ invoices are accounted for at year-end. 

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the fixed asset register is reconciled with the general ledger on a regular basis;

(b) monthly VAT reconciliations are performed; 

(c) appropriate policies and procedures are developed and implemented that take into account the recognition of liability in the accounting records where unpaid invoices or unmatched goods received notes (GRNs) are identified; and 

(d) all reconciliations are reviewed and signed off by senior officials.

5. Non-compliance with legislation (page 148, paragraphs 5.1 to 5.3 of     

     2005/2006 Audit Report)

The Auditor-General reported on various instances of non-compliance by the GPW with the PFMA and Treasury Regulations. The non-compliance related to the budgeting process, reporting on performance against predetermined objectives and the risk assessment and fraud prevention plan.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) compliance with the PFMA and Treasury Regulations is monitored by  management;

(b) budget processes are adhered to at all times;

(c) a performance report is submitted together with the annual financial statements; and 

(d) a fraud prevention plan and related plans are urgently approved. 

6. Internal Audit (page 148, paragraph 5.4 of 2005/2006 Audit Report)

The Auditor-General reported that due to capacity problems internal audit did not execute all the projects as planned and that no reliance could be placed on the work of internal audit. 
The Committee noted the Audit Committee’s comments on the lack of capacity of the internal audit and its claim that further resources are still required to improve the internal audit’s effectiveness and therefore recommends that the Accounting Officer ensures that:

(a) all finalised internal audit reports are timeously submitted to the Audit Committee for consideration; and

(b) the Audit Committee assesses the impact of the findings on the control environment and makes appropriate recommendations. 

7. Information Technology (page 148, paragraph 5.6 of 2005/2006 Audit       

    Report)

The Auditor-General reported the following control weaknesses with regard to the information technology environment:

· an IT security policy had not been approved or implemented by management. Furthermore, the password and logon controls for the financial system were inadequate, as users were sharing passwords;

· the draft change control policy document had not yet been approved. Furthermore, segregation of duties was inadequate since the developers had access to the financial systems data and programs;

· a formal, comprehensive disaster recovery plan had not been developed; and

· an IT strategic plan had not been approved and implemented. 
The Committee therefore recommends that the Accounting Officer ensures that:

(a) high-risk weaknesses identified be attended to as a matter of urgency; and
(b) a sound, secure and well-managed information communication technology capability that consistently contributes towards attaining the GPW’s business objectives be created.
8. Basis of accounting (page 149, paragraph 5.7 of 2005/2006 Annual Report)

The Auditor-General reported that the GPW did not comply with the disclosure requirements of Generally Accepted Accounting Practice (GAAP) as prescribed by section 55(1) (b) of the PFMA.

The Committee therefore recommends that the Accounting Officer ensures that the financial statements are prepared fully in accordance with GAAP.
9. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.
Report to be considered.

24. Thirty-Seventh Report of the Standing Committee on Public Accounts on
        the Department of Home Affairs, dated 20 June 2007:
The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the Department of Home Affairs and the Report of the Auditor-General on the financial statements of the Department for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General.  The Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

Overview

The Committee is dissatisfied with the state of financial affairs at the Department. The Department appears to be in a state of perpetual chaos and one of the contributing factors is the high vacancy and staff turnover rates faced by the Department. 

The Committee therefore recommends that the Accounting Officer urgently:

(a) implements adequate financial reporting systems, and develops and implements suitable policies and procedures to reach an acceptable level of maturity in terms of financial management; and

(b) takes the necessary steps to ensure that all funded posts are filled with appropriately skilled personnel and review the Department’s retention policy.

1. Cash and cash equivalents (page 90, paragraph 4.1 of 2005/2006 Annual    

     Report)

The Auditor-General reported on various control issues relating to cash and cash equivalents with a specific focus on source documents that were not captured, bank reconciliations not done and on the alien bank account.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) proper management, maintenance and implementation of Basic Accounting system (BAS) are performed timeously;

(b) proper training of staff responsible for capturing data on BAS is urgently done to minimise errors on the system and appropriate alternative procedures are adopted where manual systems are still being used;

(c) a directive relating to the treatment of the alien bank account is sought from    

 National Treasury and communicated to the relevant parties;

(d) within 60 days of the tabling and adoption of this report by the National Assembly, a progress report is submitted to Parliament on the alien bank account; and

(e) the financial statements for the alien bank account are submitted to the Auditor-     

     General for auditing

2.  Departmental revenue (page 91, paragraph 4.2 of 2005/2006 Annual Report)

The Auditor-General reported that a number of shortcomings relating to  departmental controls over revenue existed. There was uncertainty over the completeness of the administrative fines revenue as these were not recorded in the BAS system.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) policies and procedures are developed and urgetly implemented to deal with     

      the shortcomings;

(b) adequate staff is assigned and trained to perform this function; and
(c) monitoring of compliance with the policies and procedures is done.
3. Clearing and suspense accounts (page 91, paragraph 4.3 of 2005/2006 Annual Report)

The Auditor-General reported that the validity, accuracy and completeness of the clearing and suspense  accounts could not be verified, as reconciliations could not be obtained for a number of these accounts included under payables, receivables and recoverable revenue on the statement of financial position. 

The Committee therefore recommends that the Accounting Officer ensures that:

(a) policies and procedures are developed and implemented to deal with the shortcomings; and

(b) adherance to the relevant sections of the PFMA and Treasury regulations is monitored.

4. Irregular expenditure (page 92, paragraph 4.4 of 2005/2006 Audit Report)

The Auditor-General reported that expenditure of approximately R19 million did not fully comply with the relevant supply chain management legislation and Treasury Regulations and should be classified as irregular expenditure in terms of section 1 of the PFMA. In terms of the accounting policy, irregular expenditure should be accounted for as an asset in the financial statements and not as expenditure, until condoned by the relevant authority. The Department did not disclose the mentioned amount as irregular expenditure. 

The Committee therefore recommends that the Accounting Officer ensures that:

(a) relevant supply chain management legislation and relevant regulations are complied with and that compliance is monitored by management; and

(b) a report is submitted to Parliament on action taken against employees responsible for the irregular expenditure in the annual financial statements within 30 days after the adoption of this report by the National assembly.

5. Government Garage expenditure and commitments (page 92, paragraph 4.5 and 4.7 of 2005/2006 Audit Report)

The Auditor-General reported that sufficient information, to verify the accuracy of Government Garage expenditure and to substantiate the commitments disclosed in the annual financial statements, could not be obtained.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) sufficient and appropriate documentation is kept and made available for audit purposes; and 

(b) there are appropriate controls in place to mitigate the risk of fraudulent activities.

6. Funds to be surrendered (page 92, paragraph 4.8 of 2005/2006 Audit Report)

The Auditor-General reported that as per note 13 of the Annual Financial Statements, an amount totalling R12 624 000 still had to be surrendered to the revenue fund.

The Committee therefore recommends that the Accounting Officer ensures that the amount be urgently submitted to the revenue fund. 

7. Weaknesses in internal control (page 93, paragraph 4.9 and 6.1 of 2005/2006 Audit Report)

The Auditor-General reported that there has been numerous inherent weaknesses in the internal control system. The reported shortcomings include:

· funds received and spent by the Department of Foreign Affairs on behalf of the Department of Home Affairs, which had not been included in the latter’s annual financial statements;

· the lack of detailed standard operating procedures to guide financial accounting processes and related controls;

· lack of a risk assessment plan to identify key control weaknesses;

· a significant number of errors relating to the ageing of receivables; and

· an incomplete asset register.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) urgent interaction with the Department of Foreign Affairs is conducted to settle the dispute over the interdepartmental balance;

(b) general and application controls are reviewed and improved by developing and implementing policies and procedures that will mitigate the risk posed by the lack of proper internal controls;

(c) written policies and procedures are formalised to guide the financial accounting processes and related controls;

(d) compliance with these policies and procedures is monitored on a regular basis;

(e) a risk assessment is conducted to identify key control weaknesses;

(f) an asset register is updated on a regular basis; and

(g) a copy of the forensic report into the alleged fraudulent and corrupt activities is submitted to Parliament within 30 days of the tabling and adoption of this report.

8. Non-compliance with laws and regulations (page 94, paragraph 6.2 of 2005/2006 Audit Report)

The Auditor-General reported with regard to performance information, that there were instances where the objectives, which were reported on in the annual report, were not predetermined in the strategic plan. Furthermore, the Auditor-General reported on non-compliance with disclosure requirements of the Public Finance Management Act and Treasury Regulations.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) all objectives are predetermined and included in the strategic plan and accordingly reported on; and

(b) disclosure requirements of the PFMA and Treasury Regulations are complied with.

9. Unauthorised expenditure (page 94, paragraph 6.3.1 of 2005/2006 Audit Report)

The Auditor-General reported that unauthorised expenditure of R15 281 000 relating to previous years and R99 883 000 relating to the 2005/2006 financial year was not condoned by the National Treasury. 

The Committee therefore recommends that the Accounting Officer ensures that:

(a) expenses are properly authorised by management; and

(b) proper budgetary controls are developed and implemented to ensure that the Department does not overspend.

10.  Risk Management and Internal Audit (page 95, paragraph 6.4 of 2005/2006 Audit Report)

The Auditor-General reported issues, which indicated weaknesses in the Department’s risk management strategy and the functioning of the Audit Committee.  The Committee therefore recommends that the Audit Committee critically evaluates the work done by the Internal Audit Unit. 

11.  Task Team

The Committee is aware of the task team set up by the Department to assist with improving the management and also of the subsequent appointment of the new Director-General.

The Committee therefore requires the Accounting Officer to update Parliament on the road map to the full realisation of the Task Team mandate within 30 days of the adoption of this report by the National assembly.

12. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.
Report to be considered.

25. Thirty-Eighth Report of the Standing Committee on Public Accounts on the Department of Health (including the South African National Aids Trust), dated 20 June 2007: 

A. MAIN VOTE

The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report of the Department of Health (NDH)and the Report of the Auditor-General on the financial statements of the  Department for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General.  The Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

1.  Division of Revenue Act (Act No.1 of 2006), (page 161, paragraph 4.1 of  

      2005/2006 Audit Report)

The Department was responsible for the transfer of conditional grants amounting to R8.8 billion under the Division of Revenue Act (DoRA) during 2005/2006 financial year. This constituted 89% of the Department’s expenditure.

The Auditor-General reported the following shortcomings with regard to DoRA compliance:

· payments of R1.3 billion were made prior to the approval of the business plans;

· amounts transferred as per the DoRA schedules were R110 million more than the amounts per the business plans;

· business plans, quarterly performance reports and monthly financial reports from the provinces to the national department were not submitted or submitted late for approval and monitoring purposes; and

· quarterly provincial liaison and visits to the provinces to monitor compliance with the DoRA physically were not always carried out. This was due to an inadequate reporting system that did not facilitate timeous submission or reporting of management information and adherence to DoRA. 

The Committee is dissatisfied with the provincial departments and the national Department’s non-adherence to DoRA and its framework.

Notwithstanding the NDH’s explanation about the complicated DoRA reporting issues which prevented them from complying with the Act, the Committee recommends that the NDH submits to the National Treasury a proposal for a revised DoRA framework, that will lead to improvements for approval.

Until such time as the revised DoRA framework is adopted, the Committee further recommends that the Accounting Officer ensures that:

· strategic business plans are authorised by senior provincial and national personnel within the prescribed time frame;

· transfer of conditional grant funds are not made to the benefiting provinces if business plans submitted to NDH are not authorised as required by the DoRA framework;
· NDH develops an adequate reporting system that will facilitate timeous submission and reporting of management information (quarterly and monthly reports) and adherence to DoRA;

· submission of quarterly and monthly reports by provinces are included at a high rating in each of the provincial head’s performance measurement for each period;

· an updated schedule which indicated the dates when the quarterly reports and business plans were submitted by the provinces for the 2005/2006 and 2006/2007 financial years is submitted to Parliament.

2.  Audit Committee (page 162, paragraph 6.1of 2005/2006 Audit Report)

The Auditor-General reported that, during the course of the year under review, the Audit Committee was not operational and therefore was unable to fulfill the requirements of the Audit Committee Charter. This was reflected in the minimum number of meetings, as defined by section 77 of the Public Finance Management Act, not being met and the fact that one meeting held no quorum.

The Committee therefore recommends that the Accounting Officer ensures that the reconstituted departmental Audit Committee performs its function effectively.

3. Internal Audit (page 162, paragraph 6.2 of 2005/2006 Audit Report)

The Auditor-General reported that the internal audit function at the department was ineffective as it did not carry out its functions as planned. A majority of the audits planned were not performed. The internal audit function is also responsible for the operation of a fraud hotline. During the year only 15 (8%) of 192 cases reported were investigated.

The Committee therefore recommends that the Accounting Officer develops sustainable procedures and processes that will ensure that the internal audit unit adheres to the audit charter and plan, as well as the PFMA and Treasury Regulations.
4. Non-Compliance with the National Environmental Management Act (NEMA), (page 162, paragraph 6.3 of 2005/2006 Audit Report)

The Auditor-General reported that the NDH did not comply with the National Environmental Management Act, 1998 (Act No. 107 of 1998) which requires the Department to provide environmental implementation or management plans and to report on their compliance against the plans to the Committee for Environmental Coordination.

The Committee therefore recommends that the Accounting Officer ensures that the NDH:

· submits to Parliament a progress report on the discussions with Department of Environmental Affairs and Tourism within 60 days after the adoption of this report by the National Assembly; and

· develops a management framework for monitoring of NEMA requirements.

5. Supply Chain Management (page 163, paragraph 6.4 of 2005/2006 Audit Report)

The Auditor-General reported that a supply chain management unit was established by the Department as required by the Treasury Regulation section 16A. However, this unit was still not fully operational and delays were experienced in achieving the milestones as per the Department’s implementation plan. Policies and procedures were drawn up, but were not approved by the Accounting Officer.

The Committee therefore recommends that the Accounting Officer ensures that:

· all processes being performed within the NDH are documented in a formal set of policies and procedures which should be made available to all staff performing the relevant functions;

· all policies and procedures are approved;

· all staff are aware of the Department’s approved policies and procedures in order for any changes and improvements in the processes to be adequately carried out; and

· compliance with the policies and procedures is monitored on a continuous basis.

6. Lack of performance information  (page 163, paragraph 6.5 of 2005/2006 Audit Report)

The Auditor-General reported that the Department was unable to supply the performance information as required by National Treasury.

The Committee therefore recommends that the Accounting Officer ensures that the Department implements formally documented policies and procedures that will enable the Department to collate and timeously provide reliable performance information.

7. Vacancies (pages 95 to 98 of 2005/2006 Annual Report)

The Committee was dissatisfied with the high vacancy rate within the NDH and therefore recommends that the Accounting Officer ensures that the Department:

· engages in a vigorous recruitment exercise so as to eliminate this challenge and deliver more effectively on its important mandate; and

· revisit its retention policy so as to avoid migration of much-needed skills.

B. SOUTH AFRICAN NATIONAL AIDS TRUST (SANAT)

The Committee heard and considered with dissatisfaction the evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the South African National Aids Trust (SANAT) for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Auditor-General reported that the Trust is not fulfilling its mandate to facilitate the strengthening of institutional capacity for the implementation of the national response to the HIV/AIDS/STI challenge in South Africa.  Amongst other things the Auditor-General highlighted the following inadequacies relating to SANAT:

· operational activities during the period under review were limited;

.

· lack of monitoring and active involvement by trustees;

· Trustees’ meetings during the financial year were not constituted as required by the Deed of Trust;

· no internal audit review of the Trust was performed for the period under review; and

· the Trust was unable to provide performance information for audit purposes.

While the Committee acknowledges that SANAT has been reconstituted, the Committee nonetheless recommends that the Accounting Officer ensures that:

· individuals appointed as trustees are active in carrying forward the Trust’s mandate;

· the terms, as stipulated in the Deed of Trust, are strictly adhered to at all times;

· an effective Audit Committee and Internal Audit review function is appointed to ensure activity in the Trust; and

· proper policies and procedures framework is developed to manage the process of compiling performance information.

8. Conclusion

The Committee requests the Accounting Officer to provide Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.

Report to be considered.

26. Thirty-Ninth Report of the Standing Committee on Public Accounts on 

        the Department of Correctional Services, dated 20 June 2007:
The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Department of Correctional Services for the financial year ending 31 March 2006, tabled in Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General.  The Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

Overview

The Committee was encouraged by the willingness of the Accounting Officer and staff to acknowledge the problems as identified by the Auditor-General, as well as the apparent commitment to resolve the challenges in an effective manner.

The Committee also noted that a number of the issues reported by the Auditor-General in respect of the year under review are likely to again feature in the 2006-07 report given the medium-term nature of the solutions to the problems. 

The Committee therefore recommends that the Department adopt strategies and plans that will ensure that all reported matters are resolved urgently.   

1. Public – Private Partnership (APOPS), (page 61, paragraph 4.1 of   2005/2006 Audit Report)

The Auditor-General reported that a disagreement existed in the lease classification of the APOPS in the annual financial statements. The Department is of the opinion that it qualifies as an operating lease due to the fact that ownership passes to the Department of Public Works while the Auditor-General is of the opinion that it meets the requirements for a finance lease and thus must be disclosed as such.

The Committee further noted with dissatisfaction that a number of senior officials of the Department of Correctional Services who had been involved in negotiating the APOPS contracts were now heading these institutions. 

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the Department  obtains clarification from the Accountant General in respect of the correct disclosures of the APOPS in the financial statements; and

(b) within 60 days of the adoption of this report by the National Assembly, the names of all officials who were involved in negotiations for the APOPS contracts that have since left the Department to take up directorship/leadership positions at the APOPS, be submitted to Parliament.

2. Receivables (page 61, paragraph 4.2 of 2005/2006 Audit Report)

The Auditor-General reported several shortcomings relating to the follow-up of debt including:

· debtors not raised at year-end on the Basic Accounting System (BAS);
· reconciliations not performed between Persal and the BAS in respect of officials’ salaries for debts owing;

· debt not recovered when services are terminated; and

·  debt not recovered from current staff debtors.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) a proper debt collection policy and procedures be developed and implemented to avoid huge losses in terms of debts written off;

(b) dedicated debt management units (at Head/Regional/Area offices) are established in the Department and that the staff is appropriately trained; 

(c) all funds owed to the Department are recovered before an employees receive  pension payouts;

(d) debts written off are properly investigated before the write off;

(e) cases are referred to the State Attorney for debt recovery before writing them off; and

(f) within 30 days of the adoption of this report by the National assembly, details of debt owed by staff and the steps taken thus far to recover the money are submitted to Parliament.

3. Asset Management (page 62, paragraph 4.3 of 2005/2006 Audit Report)

The Auditor-General reported several deficiencies relating to asset management.  The reported deficiencies led to the Auditor-General not being able to verify the accuracy and completeness of the asset register.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) the Department interacts and evaluates together with National Treasury whether it is necessary to have  three computer systems running simultaneously given the fact  that the systems seem to be  incompatible;

(b) monthly reconciliations are performed between Provisioning Administration System (PAS), Basic Accounting System (BAS) and Web Asset Tool (WAT) to ensure that timeous and accurate information is readily available for audit purposes;

(c)  a fixed asset register for intangible assets is maintained; and

(d) all assets are bar-coded and that they can be traced back to the asset register.

4. Medical Expenditure (page 62, paragraph 4.4 of 2005/2006 Audit Report)

The Auditor-General reported on various control deficiencies with regard to the management of medical expenditure.

The Committee therefore recommends that the Accounting Officer ensures that: 

(a) a management framework, which includes proper policies and procedures, is developed and communicated to the relevant staff;

(b) all assigned staff is appropriately trained to deal with the various shortcomings;

(c) all medical aid expenditure is verified and reconciled before payments are made; and

(d) compliance with the management framework is strictly monitored at local, provincial and national departments.

5. Housing Loan Guarantees (page 62, paragraph 4.5 of 2005/2006 Audit 

    Report)

The Auditor-General reported that the validity and accuracy of housing loan guarantees amounting to R73.6 million could not be verified due to the following:

· outdated information on the loan guarantees; and

· Guarantees existed for employees who did not hold the title deeds to the properties for which guarantees had been issued.  

The Committee therefore recommends that the Accounting Officer ensures that:

(a) guarantees are followed up with the relevant financial institutions to determine whether the liability still exists and report back to Parliament within 60 days of the tabling and adoption of this report; and

(b) a proper management framework, which will take into account monitoring controls and reconciliations, is developed and urgently communicated to relevant staff.

6. Control Issues (page 63, paragraphs 6.1 to 6.6 and 6.8 of 2005/2006 Audit Report)

The Auditor-General reported on a number of shortcomings which are attributed to a lack of a proper control framework, monitoring and reconciliations. Some of these shortcomings have been reported in the previous year reports and relate to various issues on internal control, employment benefit provisions, pharmacies, vehicle fleet management, accruals as well as subsistence and travelling.

The Committee therefore recommends that the Accounting Officer ensures that:

(a) a proper management framework, which takes into account policies and procedures, is developed and implemented to deal with the various reported shortcomings;

(b) compliance with the management framework is strictly monitored by management and that appropriate corrective measures are taken where non compliance is detected; and

(c) staff is adequately trained.

7. Supply Chain Management (page 64, paragraph 6.7 of 2005/2006 Audit Report)

The Auditor-General reported that, following allegations of mismanagement in the supply chain management process, a regularity audit process was extended to specific contracts. The Auditor-General further reported that he was liaising with the Public Service Commission which had conducted a review relating to the same matter and that if necessary would report on the matter in the 2006/2007 audit report. 

The Committee therefore recommends that:

(a) the Accounting Officer ensures that within 60 days of the adoption of this report by the National assembly, a detailed report is submit to Parliament on all  major contracts; and

(b) the Auditor-General reports to Parliament on this matter in the next audit report.
 8. Policies (page 64, paragraph 6.9 of 2005/2006 Audit Report)

The Auditor-General reported that during the audit of the Department it was noted that various financial policies were still in the process of being reviewed in order to align the policies with the requirements of the BAS and the White Paper on Corrections. It was noted that in certain instances the required policies had not yet been compiled.

The Committee therefore recommends that the Accounting Officer ensures that the process of developing, implementing and communicating the approved policies and procedures to the relevant parties, is urgently done.

9. Conclusion

The Committee requests the Accounting Officer provides Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.

Report to be considered.
27. Fortieth Report of the Standing Committee on Public Accounts on the Department of Water Affairs and Forestry its and Trading Accounts, dated 
         20 June 2007:
The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Department of Water Affairs and Forestry (DWAF) and its Trading Accounts for the financial year ending 31 March 2006, tabled at Parliament and referred to it.

The Committee noted the qualified audit opinion expressed by the Auditor-General.  The Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

Overview

The Committee was informed by the Auditor-General that the Department has in general terms reached a level of maturity in terms of financial management, which requires it to focus on the implementation of adequate financial reporting systems and the drafting, approval and implementation of policies.  

However, the Committee was dissatisfied because the Department continues to loose skilled personnel. The Department had reported on overall vacancy levels that exceed 32% and this includes high vacancy levels ranging from between 26% to 44% at the skilled staff levels.  

The lack of required financial skills in this Department has had a negative effect on financial reporting and thus the Committee recommends that the Accounting Officer urgently attends to this issue and submits to Parliament, within 60 days of the adoption of this report by the National Assembly, an action plan on how this issue will be addressed.

A. Main Vote (DWAF)

1. Asset Management (page 86, paragraph 4.1 of the 2005/2006 Audit Report)
The Auditor-General reported that the completeness, accuracy and validity of the  asset register could not be verified as:

· reconciliation of the Basic Accounting Systems (BAS) and LOGIS was not performed;

· assets purchased in the current year could not be traced to the asset register;

· physical existence of assets purchased in the current year  could not be verified;

· assets are not adequately safe-guarded as some of the assets were not bar-corded; and

· there was inconsistent use of LOGIS and manual registers in the regional offices.  

Notwithstanding the assertion from the Accounting Officer that the Director responsible for asset management has created a plan to deal with this issue, the Committee recommends that the Accounting Officer ensures that:

(a) adequate policies and procedures are developed to deal with asset management and the reconciliation of the BAS and LOGIS systems;

(b) all regional offices are upgraded and use a similar system;

(c) staff is adequately trained to perform the reconciliations as required; and

(d) a report is submitted to Parliament detailing the steps taken to address this issue, within 60 days of the adoption of this report by the National Assembly.

2. Independent checks and reconciliations (page 86, paragraph 4.2 of the 2005/2006 Audit Report)
The Auditor-General reported that as a result of the lack of a proper management framework for performing independent checks and reconciliations, certain material balances in the financial statements were not reconciled.

The Committee therefore recommends that the Accounting Officer ensures that the staff in the financial section of Department be adequately trained to perform reconciliations.

3. Monitoring (page 87, paragraph 6.1 of the 2005/2006 Audit Report)

The Auditor-General reported on several issues that resulted from the lack of a monitoring framework within the department. These issues include:

· an amount of R55 286 000 that was shifted from the appropriation for capital expenditure to the appropriation for current payments in programme 3 without obtaining approval from National Treasury;

· unauthorised expenditure amounting to R3 782 000 that resulted from  exceeding  the budget for current payments, transfers and subsidies; and

· Environmental Implementation Plan [EIP] that was not reviewed four years after the first date of implementation as required by section 11(1) of the National Environmental Management Act, (Act No. 107 of 1998) (NEMA).  

The Committee therefore recommends that the Accounting Officer ensures that:

(a) a proper management and monitoring framework, including relevant procedures, is developed and implemented by management; and

(b) all relevant legislation and regulations are adhered to by the Department.

4. Performance information (page 87, paragraph 6.2 of 2005/2006 Audit Report)

 The Auditor-General reported that the Department did not submit performance information for audit purposes and thus the Committee recommends that the Accounting Officer ensures that information on the performance of the Department set against  predetermined measurable objectives is compiled and submitted for audit purposes for the 2006/2007 financial year.

B. Water Trading Account (WTA) and Equipment Trading Account (ETA), (page 86 and 168, of the 2005/2006 Audit Report)

The Auditor-General issued a disclaimer of audit opinion on the water trading account and the equipment trading account. This was due to the fact that:

· the financial statements for the WTA and ETA were according to the PFMA and Treasury Regulations supposed to be presented on an accrual system but were prepared using a cash accounting system which does not encompass accrual accounting and normal journal entries;

· documentation required for verifying material balances was not submitted for audit purposes;

· various issues relating to asset management, including acquisitions for the year,  could not be traced either to the asset register or to the invoices; 

· non-adherence to the requirements of Statements of South African Generally Accepted Accounting Practice (GAAP) resulted in a number of misstatements; and

· inadequate policies and procedures resulted in further non-adherence to PFMA and Treasury Regulations.

The Committee noted that the Equipment Trading Account no longer existed as a separate entity in the 2006/2007 financial year as its activities now formed part of the Water Trading Account from the 2006/2007 financial year. Thus the Department administered one trading account, the Water Trading Account, for the 2006/2007 financial year. 

The Committee therefore recommends that the Accounting Officer ensures that:

(a) all issues reported by the Auditor-General are urgently addressed and corrective action be taken; 

(b) an accounting system, which will facilitate accrual accounting and ensure that the Trading Account complies with the relevant accounting framework, is developed and implemented; and

(c) an improved management information system that will ensure accurate and complete non-financial information is implemented.

C. National Forest Recreation and Access Trust (page 176, paragraph 5 of the 2005/2006 Audit Report)

As per the Committee’s ninety-fourth report of 2003, the Department was to seek clarity from National Treasury as to whether the trust should be listed as a public entity.  The response was that the Trust does not meet the requirements of PFMA with regard to listing. According to the Auditor-General the trust remained dormant and as at 31 March 2006 there was a surplus of R3 million in the Trust. 

The Committee therefore recommends that the Accounting Officer interacts with Treasury and all other relevant stakeholders in order to settle this matter and report back to Parliament within 60 days of the adoption of this report by the National Assembly on the status of the Trust.

D. Conclusion

Based on the hearing held with the department and its entities for the 2005/2006 financial year reports, the Committee is of the opinion that the Department has not done enough to deal with the issues reported by the Auditor-General and therefore recommends that the Accounting Officer ensures that, when the report of the Auditor-General is issued, the Department adopts a proactive approach in dealing with the reported issues and not wait until it is called before a body like SCOPA. 

The Committee further requests the Accounting Officer provides Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report.

Report to be considered.
28. Forty-First Report of the Standing Committee on Public Accounts on the
Pan South African Language Board (PANSALB), dated 20 June 2007:
The Standing Committee on Public Accounts (SCOPA) heard and considered evidence on the Annual Report and the Report of the Auditor-General on the financial statements of the Pan South African Language Board (PanSALB) for the financial year ending 31 March 2006, tabled in Parliament and referred to it.
The Committee noted the qualified audit opinion expressed by the Auditor-General.  The Committee raised concerns that needed urgent interaction with the Accounting Officer of the entity and therefore reports as follows:

Overview

The Committee is dissatisfied with the poor level of leadership at the PanSALB.
The Committee therefore recommends that the Accounting Officer urgently ensures that:

(c) competent and efficient leadership exists at PanSALB to ensure that it realises its important mandate; and
(d) necessary steps are taken to ensure that all funded posts are filled with appropriately skilled personnel.
1. Assets (page 38, paragraph 4.2 of 2005/2006 Audit Report)

The Auditor-General reported on non compliance with section 38(1) of the PFMA which requires the Accounting Authority to manage and safeguard assets, and various weaknesses relating to asset management, such as:  
· assets purchased during the year could not be located on the asset register;
· assets physically identified could not be located on the asset register; and
· asset locations in the register were incomplete/inaccurate.
The Committee therefore recommends that the Accounting Officer ensures that:
(a) all assets are bar-coded and can be traced back to the asset register; and
(b) a comprehensive and complete asset register is maintained.
2.  Segregation of duties (page 38, paragraph 6.1 of 2005/2006 Audit Report)

The Auditor-General reported that the control environment is compromised due to the lack of segregation of duties in the finance section at PanSLAB.
The Committee therefore recommends that the Accounting Officer ensures compliance with PFMA and Treasury Regulations with regard to segregation of 
duties, and report progress thereof to the Committee within 60 days of the adoption  of this report by the National Assembly.
3. Non-compliance with laws and regulations (page 91, paragraph 4.3 of 2005/2006 Audit Report)

The Auditor-General reported that due to a lack of a policy framework or monitoring controls, PanSALB did not fully comply with the following laws and legislations:

· Section 38(1) (a)(i) of the PFMA which requires that policies and procedures are developed, updated or approved;
· Treasury Regulation 2.1.1 which requires that a Chief Financial Officer (CFO) is appointed; and 

· Treasury Regulation 27.1.6 which requires that the Audit Committee Charter is approved and reviewed regularly.
The Committee therefore recommends that the Accounting Officer ensures:

(c) compliance with the provisions of Section 38(1)(a)(i) of the PFMA;
(d) adherance to the relevant sections of the PFMA and Treasury regulations
(e) the position of CFO is filled; and
(f) compliance with Treasury Regulation 27.1.6 which requires that an Audit Committee Charter be approved and regularly reviewed.
4. Supply Chain Management (page 38, paragraph 6.3 of 2005/2006 Audit Report)

The Auditor-General reported that the supply chain management implementation plan had not been developed at the time of review at PanSALB. 

The Committee, therefore, recommends that the Accounting Officer ensures that the relevant supply chain management legislation and regulations be complied with and that compliance be monitored by management.
5. Validity of non-financial performance information could not be verified (page 39, 
     paragraph 6.5 of 2005/2006 Audit Report)

The Auditor-General reported that PanSALB did not have a proper policy and procedure framework to manage the process of finalising their performance information for audit purposes.
The Committee, therefore, recommends that PanSALB comply with Section 20(2) (c) of the Public Audit Act which requires that the information relating to performance against predetermined objectives be subjected to auditing by the Auditor-General.
6. Forensic audit report 
PANSALB must report to Parliament within 60 days of the adoption of this report by the National Assembly on progress made with regard to recommendations made in the forensic report by Delloitte and Touche.
7. Conclusion

The Committee requests the Accounting Officer provides Parliament with a progress report on all the abovementioned issues within 60 days after the adoption of this report by the National Assembly.

Report to be considered.

